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October 24, 2001
Our reference: SPA-TX-01-05

Ms. Linda K. Wertz, State Medicaid Director
Texas Health and Human Services Commission
Post Office Box 13247

Austin, TX 78711

Dear Ms. Wertz:

We have reviewed the proposed amendment to your Medicaid State plan submitted under transmittal
no. (TN) 01-05. Effective July 1, 2001, this amendment revises the nursing facility reimbursement
methodology relating to the enhanced direct care staffing rate. A provision has been added to allow
the collection of interest for overpayments made to nursing facilities that fail to maintain their required
staffing levels. Also, an entity that controls more than one facility may have its compliance evaluated
in the aggregate for all facilities it controls.

We conducted our review of your submittal according to the statutory requirements at sections
1902(a)(13)(A) and 1902(a)(30) of the Social Security Act and the implementing federal regulations
at 42 CFR 447 Subpart C. We have approved the amendment for incorporation into the official Texas
State plan effective on July 1, 2001. We have enclosed a copy of HCFA-179, transmittal no. 01-05,
dated October 24, 2001, and the amended plan pages.

If you have any questions, please call Billy Bob Farrell at (214) 767-6449.

Sincerely,

Calvin G. Cline
Associate Regional Administrator

Division of Medicaid and State Operations
Enclosures

cC: Elliot Weisman, CMSO, PCPG
Commerce Clearing House
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(V1) Enhanced Direct Care Staff Rate.

(A)

(B)

©

Direct care staff cost center. This cost center will include compensation for employee and contract
labor Registered Nurses (RNs), Licensed Vocational Nurses (LVNs), medication aides, and nurse
aides performing nursing-related duties for Medicaid-contracted beds. Staff members performing
more than one function in a facility without a differential in pay between functions are categorized at
the highest level of licensure or certification they possess.

Rate year. The standard rate year begins on the first day of September and ends on the last day of
August of the following year.

Enroliment. An initial enroliment contract amendment is required from each facility choosing to
participate in the enhanced direct care staff rate. Participating and nonparticipating facilities may
request to modify their enrollment status during any open enroliment period. Enroliment begins on
the first day of July and ends on the last day of that same July preceding the rate year for which
payments are being determined. Should conditions warrant, additional enrollment periods may be
conducted during a rate year. Facilities, which did not submit an enrollment contract amendment by
the last day of the open enrollment period, will continue at the level of participation of the previous
year within available funds.
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Enhanced staffing levels. Participating facilities desiring to staff above the minimum
requirements from (VI}(D)(1) may request LVN equivalent staffing enhancements from
an array of LVN equivalent enhanced staffing options and associated add-on
payments during enroliment. Enhanced staffing options offered are based upon
multiples of one LVN equivalent minute.

Granting of staffing enhancements. All requested enhancements are divided into two
groups: pre-existing enhancements that facilities request to carry over from the prior
year and newly-requested enhancements. Newly-requested enhancements may be
enhancements requested by facilities that were nonparticipants in the prior year or by
facilities that were participants in the prior year desiring to be granted additional
enhancements. Using the process described herein, the distribution of pre-existing
enhancements is determined. If funds are available after the distribution of pre-
existing enhancements, the distribution of newly-requested enhancements is
determined.

(a) For each enhancement option, projected units of service for facilities requesting
that option are determined and multiplied by the rate add-on associated with the
option as determined in (VI)}(F)(2).

(b) The sum of the products from subparagraph (VI)(D)(3)a) is compared to
available funds.

(c) If the product is less than or equal to available funds, all requested
enhancements are granted.

(d) If the product is greater than available funds, enhancements are granted
beginning with the lowest ievel of enhancement and granting each successive
level of enhancement until requested enhancements are granted within available
funds.
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(F) Determination of direct care staff rates for participating facilities. Direct care staff rates for
participating facilities will be determined as follows:

(1) Determine the direct care staff rate associated with maintaining direct care staff minutes at
the minimum levels required for participation.

(a)

(b)

(c)

(d)

(e)

Determine the sum of recipient care costs from the direct care staff cost center in all
nursing facilities as included in the initial database from (VI)}(E)(1).

Adjust the sum from (VI)(F)(1)Xa) to inflate the costs to the prospective rate year as
per (1)}D).

Divide the result from (VI)F)(1)(b) by the sum of recipient days of service in all
facilities in the initial database from (VI)(E)(1) and multiply the result by 1.07. The
result is the average direct care staff rate associated with maintaining direct care staff
minutes at the minimum levels required for participation.

Case-mix adjustment of direct care staff per diem rate component. To calculate the
direct care staff per diem rate component associated with maintaining direct care staff
minutes at the minimum levels required for participation for each of the 11 TILE case-
mix groups and for the default group, multiply each of the standardized statewide
case-mix indexes associated with the initial database from (VI)(E)(1) by the average
direct care staff rate component from (VI)(F){(1)c).

The initial database from (VI)(E)(1) used in determining the direct care staff rates will
not change, except for adjustments for inflation from (VI)(F)(1)(b). HHSC may also
recommend adjustments to the rates when new legislation, regulations, or economic
factors affect costs and these effects are not accounted for in the initial database or
the inflationary adjustments. For example, a change in the minimum wage would not
immediately be accounted for in the inflationary adjustments. In such a situation, the
commission will project costs associated with new legislation, regulations, or economic
factors according to the methodology at (lII)}D).
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Staffing accountability. Participating facilities will be responsible for maintaining the staffing
levels determined in (VI)}(D). Participating facilities that fail to maintain staffing at their required
level will have their direct care staff rates and staffing requirements adjusted to a level consistent
with the highest staffing level that they actually attained and all direct care staff revenues
associated with unmet staffing goals will be recouped by HHSC or its designee. Participating
facilities that fail to meet the minimum direct care staff requirements for participation will be
removed from participation. Facilities removed from participation may re-enroll in the enhanced
direct care staff rate during the next enroliment period. Re-enroliments for facilities previously
removed from participation are treated as newly-requested enhancements as per (VI)(D)3)
above. Participating facilities that fail to maintain their required LVN equivalent minutes by two
or more LVN equivalent minutes will have these adjustments remain in effect for the longer of
either the remainder of the rate year in which the determination is made plus another full rate
year or until the first day of the rate year after funds identified for recoupment are repaid.
Interest will be collected from participating facilities that fail to maintain their required LVN
equivalent minutes by two or more LVN equivalent minutes as follows:

(1) Determine the average excess funds available to the provider over the reporting period as
the staffing recoupment amount divided by two.

(2) Determine the annualized average three-month United States Treasury Bill rate during the
provider's reporting period as the unweighted monthly average for all months included,
either partially or fully, in the reporting period.

(3) Determine the interest rate on the recoupment amount by multiplying the annualized
average rate from (2) above by the number of days in the reporting period divided by the
number of days in the rate year.

(4) Determine the interest on the recoupment amount by multiplying the recoupment interest
rate calculated in (3) above by the average excess funds available to the provider over the
reporting period from (1) above.

Spending requirements for all facilities. All facilities, participants and nonparticipants alike, are
subject to a direct care staff spending requirement with recoupment calculated as follows:

(1) At the end of the facility's rate year, a spending floor will be calculated by multiplying
accrued Medicaid direct care staff revenues by 0.85.

(2) Accrued allowable Medicaid direct care staff expenses for the rate year will be compared to
the spending floor from (VI)(H)(1). HHSC or its designee will recoup the difference between
the spending fioor and accrued aliowable Medicaid direct care staff expenses from facilities
whose Medicaid direct care staff spending is less than their spending floor.

(3) In cases where a responsible entity controls more than one nursing facility contract, the
responsible entity may request to have its contracts’ compliance with the spending
requirements evaluated in the aggregate for all contracts it controlled at the end of the rate
year or at the effective date of the change of ownership or termination of its last nursing
facility contract.

o e e R x:a.Ty;m.w;;gm.\
STATE 2.0/ 1 TR é
DATE PtCi“,IObg"g‘)i% : i N
opre appn (07300
DATE EFF_._W.Q.'II;_QL:Q%M,. % .
ol Supersedes TN b 00

| HCFA1T9




